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Abstract: Today it is obvious that corporate social responsibility (CSR) is more than just a
volunteer activity, it is also related to the operation of the firms and to competitive advantages.
Many factors influence CSR and CSR-competitiveness relations; firm size could be the most
crucial one. Originally CSR is related to large companies, although smaller firms can be active
in CSR mainly in different ways with different background. Based on this idea the paper aims
to explore the correlation between small and medium-sized enterprises’ (SMEs) corporate
social responsibility (CSR) and competitive advantages. An interview research was conducted
among thirty SMEs in a Hungarian city of Gydr in 2021/22 to reveal how owner-managers
interpret CSR, competitiveness and their relations. As SMEs cannot provide exact data on this
topic the personal perception method was used to explore the CSR-competitiveness relation. A
moderate relation was observed between CSR and competitiveness and the research revealed
that different methodologies have to be applied for SMEs than large companies which results
from the fact that SMEs’ CSR is less formal and lacks exact data.

Keywords: competitiveness; competitive advantages, corporate social responsibility (CSR),
personal perception, small- and medium sized companies (SMEs)

1. Introduction

After the emergence of corporate social responsibility (CSR), the focus was on
how companies can build this approach in their operation. However, new aspects later
appeared (Kitzmueller and Shimshack, 2012). For example, what is the motivation
behind this activity? How do these activities affect companies’ operations? A crucial
guestion for many decades has been whether CSR impacts competitiveness. The CSR
competitiveness debate has been related only to large companies for a long time; only
in the past few years has research about CSR-competitiveness relations among smaller
firms appeared. Several studies reveal that analyzing this relationship depends on
many factors which can influence the results (Lu et al. 2020; Rasche et al. 2017;
Vallentin and Spence, 2017). Firm size can be one of the most significant factors.
Although there have been several studies on SMEs in the past decade, many research
gaps exist regarding the relationship between CSR and competitiveness.

In this paper, we analyze SMEs in Gy6r, Hungary. Applying and developing the
method of Tantalo et al. (2012), we aim to discover how SMEs interpret the
relationship between CSR and competitive advantages. We also relate to this topic the
usage of the term CSR and the motivation for CSR. A structured interview was
conducted with thirty SMEs in Gy6r in 2021/2022. Our analysis is based on the
personal perceptions of the owner-managers, as SMEs cannot provide quantitative
data about their CSR activities and their impact as mainly big companies do in some
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way. In our research personal perception means that leaders of SMESs do not have to
answer closed questions in a questionnaire but they have to give answers to open
guestions and provide scores about the importance of the CSR and its relation to
competitiveness. With this method we attempt to measure the CSR and
competitiveness with no exact financial data but the opinion of the owner-managers
based on their personal feeling about the firm. This method could be suitable to
measure CSR—competitiveness without any quantified information about the firms.

There was no such analysis among firms in Gy6r before, so our research is the
first attempt at the settlement, which tries to discover how firms’ managing directors
approach this topic.

We believe that thirty firms in our sample are enough to get a first view of how
firms’ leaders think about this topic. Our sample represents five percent of the total
population and does not represent it, so we do not generalize our findings.
Nevertheless, we point out some specific features that can be helpful for further
research and also for companies to be more conscious about implementing CSR
activities.

The paper is structured as follows: The first part introduces a literature review of
CSR and competitive advantages, focusing on SMEs. After the methodology, we
present our results. The paper closes with a discussion, concluding remarks,
limitations, and future research plans.

2. CSR and competitive advantages

2.1. Corporate social responsibility (CSR) and competitiveness—
conceptualization

Corporate social responsibility (CSR) is a crucial topic among scholars and
practitioners. The terminology's origin can be dated back to the first part of the 20th
century (Carroll and Shabana, 2010), but its first appearance is bound to Bowen
(1953).

One of the first attempts at defining CSR can be linked to Davis (1960, 70) and
to Carroll (1979, 500), who created the CSR pyramid: “Businessmen’s decisions and
actions are taken for the reason at least partially beyond the firms’ direct economic or
technical interest.” “Corporate social responsibility encompasses the economic, legal,
ethical, and discretionary (philanthropic) expectations society has of organizations at
a given time.”

However, CSR has existed in common knowledge for almost seven decades;
there is no general definition today (Sarkar and Searcy 2016). This means a big
challenge in generalizing research and results because of the several approaches used
in the term. Moreover, differences between the American and European CSR
approaches also lead to the terminology’s complexity (Cs&or, 2009). There were
extensive debates about the term in the USA in the 20th century, but European
communication about CSR began only some years before the turn of the millennium
(Kun, 2012). However, almost right after the debate, the European Union started a
strong communication about the term. The European Commission created several
strategies, such as Green Papers, which promoted CSR in all types of firms. The
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newest EU definition is a broader approach than, e.g., the Carroll pyramid model (EC,
2011, p. 6): “the responsibility of enterprises for their impacts on society”.

In the past two decades, several researchers and academics introduced the term
in more or less with the same content but in different ways (Angyal, 2009; Kotler and
Lee, 2005; McWilliams and Siegel, 2001; Rad&si, 2021; Whetten et al., 2002, 2007).
Based on them, in this paper, we define CSR as an activity that assumes ethical and
legal behaviour within the profit framework. At the same time, companies take care
of their employees and support local, regional, national or even international initiatives
in civil society. Based on Rasche et al. (2017), we also describe CSR as a concept that
is part of a company’s operation in some way.

Corporate competitiveness or competitive advantage means, in general, that a
company can produce better goods and services than its rivals. Porter’s definition
serves as a fundamental approach to competitiveness (Porter, 1985, p. 4): .. .the rules
of competition are embodied in five competitive forces: the entry of new competitors,
the threat of substitutes, the bargaining power of buyers, the bargaining power of
suppliers, and the rivalry among the existing competitors.”

Competitiveness is complex; for example, Turyakira et al. (2014) introduced it
as measuring profitability, market share, sales amount, and growth rate. Salavou and
Avlonitis (2008) mention the following indicators: profitability, sales amount, and
sales increase. Lu et al. (2020) describe competitiveness as the following: financial
capacity, quality of products, customer satisfaction, productivity, reputation, and
innovation. The variety of factors involved in competitiveness measurement confirms
that there is no general approach to interpreting competitiveness. The competitive
advantage means more excellent value for the company, its stakeholders and
shareholders.

There is no general definition of CSR and competitiveness, so researching their
relations is challenging. Methods can depend on company characteristics such as size,
activity, legal form, etc. In this paper, we analyze SMEs, highlighting the role of size
in the relation of CSR and competitiveness.

2.2. CSR in smaller firms

The term ‘corporate’ in CSR traditionally refers to large companies (Carroll and
Shabana, 2010), reflecting the basic idea of CSR was belief that their significant
impact on the economy and society necessitates a responsibility. However, the concept
of CSR has evolved, and it is now widely accepted that smaller companies can also
actively engage in CSR activities, a shift that gained momentum around the turn of the
millennium (Jenkins, 2004; Spence, 1999). Despite the significant differences between
large and smaller companies (Cambra-Fierro et al., 2008; Jenkins, 2004; Knudson,
2018; Rasche et al. 2017), smaller firms have demonstrated their adaptability in
embracing CSR.

The owner and the manager are often the same person in smaller firms (Lepoutre
and Heene, 2006; Spence, 1999). Their operation, which is relatively informal and less
structured, is more personalised (Fuller and Tian, 2006; Jenkins, 2006), they have
relatively informal relations (Spence, 1999), and they are more local than national or
global (Jenkins, 2004; Perrini, 2006). These characteristics result in very different
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CSR approaches and features; the most important person related to CSR is the owner-
manager, whose attitude and personal values are crucial (Jenkins, 2004, 2006).
Suppose the owner-manager knows what socially responsible activity means. In that
case, it will lead to related activities, even if they do not label it as CSR, which is also
very common among smaller firms (Vives, 2006; Zastempowski and Cyfert, 2021).
Smaller firms rarely make strategies for CSR (Bevan and Young, 2015), so strategic
CSR (Porter and Kramer, 2006) is not typical and CSR communication is also informal
(Madsen and Ulhd, 2016). Smaller firms> CSR is more local than national or
international (Vives, 2006) as their operation is also more local. These characteristics
prove that SMEs’ CSR is very different from big companies’ CSR, so research about
SMEs about any type of CSR is relevant to be able to distinguish their features and
motivation about the topic.

2.3. CSR and competitiveness

The basic concept of CSR is that it is a volunteer activity that is rarely connected
to the profitability of companies. In the ‘80s, such approaches described CSR as more
than philanthropic activity. They appeared to be a model of how companies can
measure the results of CSR and its impact on the firm’s performance and
competitiveness. The concept of corporate social performance (CSP) model (Carroll,
1979; Wartick and Cochran, 1985) measures the results of engagement in social
initiatives, which led to the business case CSR approach. It highlights the impact of
CSR on financial performance (CFP). CSP (CSR)—CFP models measure how CSR
activities relate to corporate competitiveness.

Several researchers have tried to investigate what type of relationship is between
CSR and competitiveness from the beginning of the ‘80s. Nowadays, there are more
and more studies which analyse research and former results to prove if there is a
positive or negative relation between the two terms (Carroll, 2021; De Bakker et al.,
2005; Deutsch and Pinté&, 2018; Margolis and Walsh, 2001, 2003; van Beurden and
G&ssling, 2008;), but there is no compromise about the direction of the relation. Some
results prove a positive, negative or neutral relation; most show a positive relation
between financial performance and CSR (Barauskaite and Streimikiene, 2021; Carroll,
2021; Lu et al., 2020). Results depend on many factors; we believe firm size is one of
the most crucial. Until the beginning of the 2010s, there were research only on large
companies, where the measurement of firms’ performance was more elaborated, and
there was more data about CSR.

Today, methods for measuring CSR (CSP), CSF, and their relation are mainly
developed by large companies (Rad&si, 2021) as they are more able to present
information and data about their socially responsible activities. CSP can be measured
(Barauskaite and Streimikiene, 2021; van Beurden and G&sling, 2008):

e by the fact whether there are CSR and sustainability reports,

e detailed information about firms’ CSR activities and their costs,

e indexes which are calculated based on large companies’ financial reports, such
as the Global Reporting Initiative (GRI), Dow Jones Sustainability World Index
(DJSI), National Corporate Responsibility Index (NCRI), etc.

It is more complicated to measure the financial performance related to socially
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responsible and/or sustainable activities as financial reports rarely contain such
detailed data (Barauskaite and Streimikiene 2021; Evangelinos and Halkos, 2002).
Measuring the relationship between CSR and competitiveness can also be challenging
for large companies.

2.4. Smaller firms’ CSR and its relation to competitive advantage

As mentioned, CSR research among smaller firms began around two decades ago.
Ten years later, researchers researched the relationship between CSR activities and
their financial performance or competitive advantages. Involving smaller firms in this
concept implied different methods as their CSR is different, and still, there is no
general approach to measure it. Moreover, the question could be, is there any sense to
investigate the relation between CSR and competitiveness among smaller firms? In
the past decade, there was some research on smaller firms’ CSR-competitiveness
relation (Lu et al. 2020; Tantalo et al. 2012; Tomsi¢ et al. 2015; Turyakira et al. 2014),
which typically used questionnaires and interviews with owners and managers as firms
did not have any quantitative data — researchers used leaders’ own opinions about the
topic. In this paper, we would like to contribute to the debate about how CSR impact
on competitive advantages can be analysed among smaller forms (SMEs). We believe
as SMEs’ CSR is different from bigger ones there is a relevance to research this topic
to know how smaller firms’ leaders relate to this topic.

The CSR—competitiveness topic is initially related to big companies but as the
CSR topic is closer to SMEs, other related topics are getting more and more familiar
with SEMs as well. Therefore, it is excited to reveal how SMEs relate to combine CSR
with competitive advantages or at all is there any sense to explore it? As former
researches cited above prove that the topic can be relevant but results show that SMEs
are less conscious about this topic which indicate a different attitude for CSR and
competitiveness. We were curious how SMEs in Gy¢r relate to this topic. As there
were no such research before, we cannot make any comparison with former surveys
in Gyodr, but in the Discussion part we attempt to provide some reflections on previous
international research.

3. Methodology

We aimed to analyze how SMEs interpret the relationship between socially
responsible activities and their competitive advantages. We used the method of
Tantalo et al. (2012) as an initial point. However, we completed the project with new
concepts and methods to provide detailed information about the topic. Tantalo et al.
researched among 50 Italian SMEs about their CSR activities and their relation to
competitiveness. We involved 30 SMEs in Gydr, Hungary, implementing some CSR
activities. Tantalo et al. (2012) asked firms which got a national award for developing
CSR initiatives. There is no such kind of award in Gydr, but we also involved firms in
our research which do something in the framework of CSR.

Interviews were made in 2021/2022; the main topic was to investigate the social
relations of firms. In this context, we examined CSR activities and their relation to
firms’ competitive advantages. There were two main criteria for choosing firms: 1)
The headquarter is in Gy6r 2) Based on employees’ data in 2022, the company had to
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be in the small or medium-sized category (employees between 10 and 249). Based on
a Hungarian database OPTEN, there were around 600 small- and medium-sized firms
in Gyor. Interviews were conducted with owners, managers, or owner-managers.
Although our selection was random, we also applied suggestions from the
interviewees; about 1/5 of the sample results from this. Primarily we could ask those
firms where there was information about the availability of the leaders, because other
firms did not answer to our invitation to take part in the research,

Table 1. Characteristics of the sample, n = 30.

Number Establishment Small or medium sized lz\louzrgber of employees, Hel};f\zlggge’ millien ggggt million HUF,
1 before 2000 medium 101 1812 9.579

2 before 2000 small 13 202 1.070

3 after 2000 small 15 215 5.392

4 before 2000 small 15 1,924 209.843
5 after 2000 small 17 215 5.943

6 after 2000 small 21 604 68.666
7 before 2000 small 18 601 61.810
8 before 2000 small 24 1793 214.229
9 after 2000 small 30 998 51.094
10 before 2000 medium 86 3163 75.090
11 before 2000 medium 112 3908 157.935
12 before 2000 small 23 1209 298.287
13 before 2000 small 19 404 16.349
14 before 2000 small 11 1894 26.497
15 before 2000 small 12 524 31.859
16 before 2000 small 14 914 18.082
17 before 2000 small 40 3,058 86.193
18 after 2000 small 34 421 292

19 after 2000 medium 103 2303 114.885
20 before 2000 small 31 794 103.849
21 after 2000 small 10 966 320.427
22 after 2000 medium 129 2632 —421.056
23 before 2000 small 14 369 48.198
24 after 2000 small 32 1765 464.296
25 before 2000 medium 99 2370 168.699
26 before 2000 small 16 1141 51.693
27 after 2000 small 22 3272 358.188
28 after 2000 small 37 815 —38.071
29 after 2000 medium 85 4417 192.104
30 before 2000 medium 51 1480 15.161

Source: Own table.

Table 1 provides a summary of the main characteristics of the firms involved in
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the research. Companies were marked with numbers 1-30. Eighteen firms were
established before 2000, and twenty-two firms are small. The table also includes data
about net revenue and profit. Notably, only two firms had negative results in a year
when COVID-19 strongly affected the country, highlighting the resilience of these
SMEs in the face of a global crisis.

The diagram in Figure 1 provides an overview of our research approach in
examining the relationship between corporate social responsibility (CSR) practices in
small and medium-sized enterprises (SMEs) and their impact on competitive
advantages. Initially, our focus was on understanding how businesses perceive
competitiveness, as this insight is crucial for our subsequent analyses. Our review of
existing literature revealed that SMEs often engage in CSR activities without fully
comprehending its implications or labelling their initiatives. Hence, we conducted
interviews with owner-managers to gain insights into their perspectives. The
interviews explored the rationale behind their CSR activities and their perceived
connection to competitiveness. By employing open-ended questions as a quantitative
method, we gathered and categorized the responses to extract meaningful insights.

The quantitative method investigates how many types of CSR activities they
implement, how important they are and how activities can relate to competitiveness.
We identified the CSR activities differently than Tantalo et al. did; we provided CSR
activity areas determined based on CSR literature (EC, 2011; Hohnen, 2007; Tantalo
et al., 2012). Based on this, we do not know the exact CSR activities, but we have
information about how many CSR activities firms are active in. Tantalo et al. asked
firms to give details about their CSR activities, which was the basis for making CSR
activity categories. We used Likert scales with scores between 1 and 4 to measure the
importance and the relation and calculated means and modes. Scores are dependent on
the personal perception of owner-managers. We chose this method as there is no other
guantitative data about CSR and its relation with competitiveness.

Based on the collected data, we made two tables (Tables 2 and 3): one about the
CSR activity types and one about the firms, so we can analyse results from both the
activities and firms’ sides. We also calculated relations between data with associations
using chi-square analyses and correlation.
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How firms define competitiveness, competitive advantages?

Do firms are familiar with the meaning of CSR? Do they use this term?

Based on open questions — . —— . . —_—
Red What is the motivation of socially responsible activities?

Is there any relation between the CSR and competitiveness?

Activity types and their importance — scores between 1 and 4

Based on scales . . . .
Activity types and their relations to competitiveness — scores between 1 and 4

CSR activity types

The knowledge about the meaning of CSR
The usage of the CSR term

How many companies do it?

Average importance of these activities (mean and mode) CSR motivation and relation to competitiveness

Average impact on the competitiveness of these activities Number of CSR activity types

(mean and mode) . o
Average importance of these activities (mean)

Contribution to competitiveness (mean)

Figure 1. Summary of the methodology.
Source: Own figure.

4. Results

Firstly, we identified how firms interpret competitiveness or competitive
advantages. Based on owner-managers’ answers, we made the following categories
(one firm can be in more than one category) (Figure 2). Proper market share and
factors related to customers and the market are the most crucial elements of their
competitiveness. This means that firms believe that they have competitive advantages
if their position in the market is good and customers are satisfied with their products.
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Figure 2. Competitiveness approach, n = 30.
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Source: Own figure.

Firms were surveyed to gauge their familiarity with corporate social
responsibility (CSR). 19 owner-managers claimed a solid understanding of CSR,
while 10 were only partially aware of its meaning, and one leader admitted to being
completely unfamiliar with it. However, even those who were less familiar with the
term still engaged in CSR activities, mainly related to their employees. Interestingly,
while every firm engaged in CSR actions, only half explicitly labelled them as such.

The survey revealed that helping others was the primary motivation for CSR
(Figure 3), but a third of the firms also aimed to enhance their performance and
reputation or utilize CSR for marketing purposes. Despite this, many did not collect
data on their CSR efforts due to the perceived difficulty in quantifying their impact.
When asked about the relationship between CSR and competitive advantages, half of
the owner-managers did not see a direct link, while the other half believed that CSR
could impact competitiveness either directly or indirectly.

= 1: Helping others

= 2: Helping others + the firns have to get something back from the activity
= 3: Helping for employees

= 4: Helping others + reputation, marketing

= 5: Helping others + reputation

= 6: Helping others + have an effect on others

Figure 3. Motivation of the CSR, n = 30.
Source: Own figure.

The precise quantification of CSR activities and their impact on competitiveness
remains challenging, as it necessitates strategic approaches and comprehensive
reporting on socially responsible initiatives. Initially, our assessment involved
obtaining information from business owner-managers regarding the specific CSR
activity (a list of activities was provided) domains being addressed within their
organizations. Subsequently, they were requested to assign a score between 1 and 4 to
denote the level of importance attached to each identified CSR activity area. A score
of 1 indicated that the CSR activity was conducted but was not a focal aspect of their
overall CSR initiative, while a score of 4 signified that the activities were considered
pivotal. During the interviews, business leaders were probed on the correlation
between CSR endeavors and competitiveness, eliciting their general viewpoints on
this matter.

Upon delineating distinct CSR domains, the respondents were asked to rate each
area based on its influence on competitive advantage, again using a scale from 1 to 4.
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A score of 1 implied no discernible impact, whereas a score of 4 denoted a substantial
effect. Considering the absence of precise empirical data, insights gleaned from the
subjective assessments of business owner-managers have provided valuable
perspective on the significance of CSR for firms and the extent of its impact.

The findings (Table 2, Figure 4) indicated a greater emphasis on CSR activities
directly linked to employee welfare as opposed to those benefiting broader societal
concerns. Notably, the analysis illustrated that activities pertaining to employees were
deemed more critical and exerted a greater influence on enhancing competitive
advantages. Among the various CSR initiatives, training programs and an ingrained
social responsibility ethos within business operations emerged as the most crucial. The
latter refers to an organizational mind-set wherein socially responsible conduct is
integral to daily business operations, encompassing legal and ethical business
practices. Furthermore, sustainability awareness was also identified as a pivotal
element. Notably, business practices characterized by responsibility and training
programs were found to have the most pronounced impact on competitiveness,
whereas contributions and engagement with civil society demonstrated comparatively
less influence.

Table 2. Data about CSR activity areas, n = 30.

o Number of Impor- Impor- CSR im_p_act on CSR im_p_act on
CSR activity areas firms tance, tance, competitiveness, competitiveness,
mean mode mean mode
Ensure employees- and consumer friendly environment 23 291 2 2.74 2
Training programs 24 3.29 4 3.52 4
Carrier advice 4 2.50 3 2.75 4
Flexible working time 21 2.95 4 2.45 2
Team-building 21 2.68 2 2.77 3
Social responsibility approach in business 21 3.05 4 3.81 4
Environmental conscious operation 27 2.85 3 2.38 2
Sustainability awareness 19 3.05 4 2.63 2
Donation 24 2.54 4 1.54 1
Sponsorship 18 2.67 3 1.78 1
Supporting initiatives 17 247 2 1.47 1
Cooperation with civil organisations 14 2.71 3 1.71 1
Supporting people who need help 17 2.29 2 1.78 1
Supporting employees’ volunteering 3 1.00 1 1.25 1
Taking part in education, e.g., holding lectures at universities 7 243 2 1.86 2
Presenting in various events, e.g., at conferences 12 2.08 3 2.17 3

Source: Own table.

10
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Figure 4. Average importance and impact of CSR, n = 30.
Source: Own figure.

Table 3 provides information about the firms:

o establishment date and size based on the number of employees;
e data based on the open questions (CSR knowledge, CSR motivation, CSR

impact);

o data based on the quantified data: number of activity areas, average importance,

and average impact on competitiveness.

Firms are active in an average of 9 CSR areas; the least number of CSR areas is
four (there were sixteen areas in the questionnaire). There are significant differences
between firms; there are ones where the importance of CSR activities is relatively low
and ones that are pretty high. Six owner-managers described CSR activities as having
a high impact on competitive advantages; the average in these firms is above 3. This
result is quite interesting as these companies expect one did not find any relation
between CSR in general and competitiveness. However, if leaders were asked about
the relationship between CSR activity areas and their impact, they would suppose the
relationship. The reason could be that owner-managers do not believe that CSR can
contribute to competitiveness. However, if they have to evaluate CSR areas

individually, they can discover their impact on competitive advantages.

Table 3. Information about SMEs and their relation to CSR, n = 30.

Relation Numbe Contributi
Nu Does the Does the Importanc
. Small or Number of - . type between r of on to
m  Establishme . firm know firm use CSR e of the -
medium  employees, - S CSR and CSR L competitiv
be nt sized 2022 the meaning the term motivation competitiven activi activities, eness
r of CSR?  CSR? P Y mean :
ess areas mean
1 before 2000 medium 101 yes yes 5 direct 9 3.56 2.44
2 before 2000 small 13 yes yes 1 no 11 4.00 1.27
3 after2000  small 15 partly no 1 no 4 3.75 2.50

11
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Table 3. (Continued).

Nu s Does the Does the Relation Numbe Importanc Contributi
m  Establishme ma!l or Number of firm know  firm use CSR type between 1 of e of the onto .
be nt g?zegdlum ggzpzloyees, the meaning the term motivation (C;E)Srspz'?ictjiven gcstiF\{/i ty activities, Z?]r:sgetltlv
r of CSR? CSR? ess areas  mean mean'
4 before 2000 small 15 partly no 1 no 4 2.50 2.25
5 after2000  small 17 yes no 1 indirect 7 1.86 2.29
6 after 2000 small 21 partly no 1 no 5 2.80 3.20
7  before 2000 small 18 yes yes 4 no 11 3.64 3.09
8  before 2000 small 24 yes yes 6 indirect 14 3.50 2.07
9  after 2000 small 30 yes yes 1 indirect 13 3.08 2.23
10 before 2000 medium 86 yes yes 5 direct 13 2.15 1.62
11 before 2000 medium 112 yes yes 5 no 10 2.40 1.80
12 before 2000 small 23 partly no 1 no 7 2.38 2.71
13 before 2000 small 19 partly no 1 no 13 2.69 2.38
14 before 2000 small 11 yes no 3 no 5 3.00 4.00
15 before 2000 small 12 partly no 1 no 4 3.00 2.75
16 before 2000 small 14 partly no 1 no 12 1.92 1.75
17 before 2000 small 40 partly no 2 indirect 12 2.42 1.86
18 after 2000  small 34 yes yes 1 indirect 6 2.67 2.33
19 after 2000 medium 103 yes yes 4 direct 12 2.25 2.08
20 before 2000 small 31 partly no 1 no 9 211 1.33
21 after 2000  small 10 partly no 1 no 13 3.31 3.15
22 after 2000 medium 129 yes yes 1 direct 11 2.75 2.08
23 before 2000 small 14 yes yes 1 indirect 6 2.67 1.67
24 after 2000 small 32 yes yes 1 no 8 2.38 2.25
25 before 2000 medium 99 yes yes 2 indirect 10 2.00 2.10
26 before 2000 small 16 yes yes 2 indirect 9 2.89 2.44
27 after 2000  small 22 yes no 2 indirect 12 2.50 3.42
28 after 2000  small 37 no no 3 no 10 3.10 3.40
29 after 2000 medium 85 yes yes 2 indirect 8 2.75 2.88
30 before 2000 medium 51 yes yes 2 indirect 9 2.78 2.89

Source: Own table.

Notes: CSR motivation 1: Helping others; 2: Helping others + the firms have to get something back
from the activity; 3: Helping for employees; 4: Helping others + reputation, marketing; 5: Helping
others + reputation; 6: Helping others + have an effect on others.

In our research, we discovered a correlation between the perceived importance of
various CSR activity areas and their influence on gaining a competitive advantage
(Table 4). This suggests that managing directors anticipate an impact on
competitiveness from CSR activities that they personally consider important.
Specifically, activities related to employees (internal CSR) were deemed crucial,
indicating a belief among owner-managers that appreciating their employees
positively affects the company’s operations and competitiveness (refer to Table 2). In
contrast, CSR activities addressing social issues were found to have a lower impact on
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competitiveness. This finding contrasts somewhat with the assessment of the overall
relationship between CSR activities and competitiveness, as well as CSR motivation,
provided by managing directors. While half of the owner-managers expressed a desire
for an impact beyond the altruistic nature of CSR activities, particularly with regard
to the effect on competitiveness, activities that demonstrate social responsibility
towards employees garnered higher scores for their impact on competitiveness.

We also observed a moderate connection between CSR motivation and the
overall impact of CSR on competitiveness. This suggests that the more the motivation
is based on expecting a positive impact on the company, such as enhancing reputation,
the more likely managing directors are to view CSR as beneficial for competitiveness.
Furthermore, we noted a moderate correlation between the use of the term “CSR” and
firm size, impact on competitiveness, and CSR motivation. Medium-sized firms are
more likely to use this term, and we found that as the use of the term increases, the
connection between a firm’s CSR activities, its motivation, and competitiveness also
strengthens.

Table 4. Correlation between different CSR factors, n = 30.

Importance of CSR activities CSR impact on competitive advantages R =0.68

CSR motivation Impact of CSR in general on competitiveness (yes or no) Cramer = 0.62
Firm size Usage of the term CSR Cramer = 0.56
Impact of CSR in general on competitiveness (yes or no) Usage of the term CSR Cramer = 0.56
CSR motivation Usage of the term CSR Cramer = 0.56

Source: Own table.

5. Discussions

Graafland and Mazereeuw-van der Duijn Schouten (2012) identified two types
of motivation of CSR. The first one is the attitude of the owners or managers, the
second is to gain more profit through implementing CSR which can result from bigger
popularity, higher sales. This approach suggests that CSR and profit goes hand in hand
and prove that this concept is far beyond the voluntary based CSR. Porter and Kramer
(2006) emphasized the strategic significance of corporate social responsibility (CSR)
in providing a competitive advantage to companies. This suggests that for CSR to be
effective, it must be a carefully planned initiative supported by measurable data
demonstrating its impact on the company. However, it’s important to recognize that
although larger companies can formalize and report on CSR activities, they face
challenges in quantifying the subjective aspects of CSR. In contrast, smaller
businesses engage in less formal and conscious CSR activities, resulting in differences
in CSR practices compared to larger companies. As a result, studying SMEs requires
different methodologies to effectively describe and measure CSR.

The link between CSR and competitive advantage is crucial for businesses with
diverse outcomes, even among larger corporations. The challenge with SMEs lies in
the need for greater consensus on the relevance of CSR at their level, as their informal
CSR practices are rarely associated with competitiveness. Research has shown that
despite the informal nature of SMEs’ CSR activities, they can indeed contribute to
competitive advantages. However, the difficulty lies in quantifying these impacts due
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to the lack of formalized data. Based on Tantalo et al.’s (2012) research, we analyzed
the topic based on the personal perspectives of managing directors and we involved
the meaning of CSR and the motivation into the research as well. Tantalo et al.
emphasized the importance of strategic CSR in establishing the link between CSR and
competitiveness, underscoring the significance of concrete data in elucidating this
connection. They did not find significant result for the CSR competitiveness relations
as “a strategic management to CSR is necessary” (Tantalo et al., 2012, p. 146).

In our research we also tried to reveal the relations based on personal perceptions
as Tantalo et al. did and we found that experiencing relation depend on how it is
analysed. While we asked about it in an open question only few firms’ (4) (Table 3)
owner-manager indicated direct relation, however when they had to provide exact
scores for the certain CSR activities-competitiveness relation a more definite relation
was observed. The difference could be arising from the different approach of analysing
relation. When we asked it in general owner-managers did not suppose concrete
activities and they felt that CSR is much more for helping other than to gain
competitive advantages. However concrete activities could them bring closer to the
relation and they could more imagine that their CSR activities could generate also
competitive advantages. Of course, we agree that exact relation could be detected only
with precise data but we believe as SMEs topically cannot provide such kind of data
necessitating the use of alternative methodologies to explore this relationship is
crucial.

6. Conclusion

In this study, the primary focus was to explore the relationship between small and
medium-sized enterprises’ (SMEs) corporate social responsibility (CSR) initiatives
and their competitive advantages.

The first part of the study explored the origins and evolving definitions of
Corporate Social Responsibility (CSR) and its interplay with corporate
competitiveness. It emphasizes the complexities arising from the absence of a
universally accepted definition for CSR and competitiveness, posing challenges for
research and analysis. The text underscores the nuanced relationship between CSR and
competitiveness, particularly in the context of Small and Medium-sized Enterprises
(SMEs), shedding light on the distinctive approach these businesses adopt in
integrating CSR into their operations. Additionally, it delves into the influential role
of owner-managers in shaping the CSR initiatives and ethos of smaller firms,
highlighting the personalized and localized nature of their engagement with CSR
activities.

The research involved conducting interviews with owner-managers to understand
their motivations for participating in CSR and how they perceived its impact on their
competitiveness. A key finding was that while all firms engaged in CSR activities,
only half of them explicitly categorized these actions as CSR. The study revealed that
the primary motivation for engaging in CSR was to contribute to the well-being of
others, although some firms also aimed to enhance their performance, reputation, or
use CSR for marketing purposes.

We observed that internal CSR actions have a significant role in many firms and
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they have also relation with competitiveness, although some firms do not label their
CSR activities. The research underscored the significance of activities directly linked
to employee welfare, such as training programs and a strong social responsibility ethos
within business operations, as pivotal factors that significantly influenced competitive
advantages. Additionally, the study indicated that engagement with civil society had a
comparatively lesser impact on competitiveness. This result indicates that SMEs
regard employees as a source of the competitiveness of the firms and try to support
their mental and physical health to have them as a loyal employee for a long time. As
in our sample employees have more impact on competitiveness than e.g., civic
engagement or supporting local communities, there is no sense to involve e.g.,
customers or investors in contributing to the topic as external motivation factor is less
significant.

Many of the interviewees believed that smaller firms do not relate to intensive
CSR and what they do is often not labelled with this term. During the interviews they
realised that their activities related to responsibility could be labelled as CSR. Our
results show that although CSR has not high level of consideration, SMEs in Gy0r are
more likely to relate to CSR than not. As there were no such kind of research about
CSR or CSR—competitiveness before in Gyor, we cannot make any comparison but
based on our sample we would like to highlight that SMEs in Gy6r are more active in
CSR than it is believed by the owner-managers. A more visible CSR activity could be
turn out when leaders have more knowledge about CSR, which could lead to a more
conscious way of thinking about the topic. Based on this result against Tantalo et al.
we do not believe that the CSR—competitiveness relation exists only in firms which
are characterized by strategic CSR management. Among SMEs a more conscious and
accomplished owner-manager is enough to have a more active CSR.

The limitation of the research is firstly the number of the firms involved in the
interviews. The sample indicates 5% of the population and it does not represent it so
we do not draw general conclusion. Future research could involve more firms with
some specification to be able to provide more accurate results based on e.g., statistical
tests as a verification mechanism. We could not use exact data on CSR and
competitiveness as SMEs do not provide such ones, so results are subjective and reveal
the personal perception of owner-mangers. This limitation could hardly resolve as
firms cannot provide exact data, so the development of the method could ensure more
exact results. Future research could also involve more topics related to CSR such as
ESG (environmental, social and governance), sustainability and non-financial
reporting as these topics are more and more current also among smaller firms. Our
research is focusing on one settlement’ firms, future surveys could investigate more
cities which could allow to compare different settlements in one or more countries.

We believe that our research could provide comprehensive results about SMES’
approach of CSR, competitiveness and their relations in a Hungarian city of Gyér.
This was the first research about this topic in the settlement; scholars, practitioners and
policy makers could apply results to understand more about the business-society
relation to understand that CSR is more than just giving some support. It is a more
integrated activity even if the owner-managers do not label it or they are not aware of
its weight in the business processes.

15



Journal of Infrastructure, Policy and Development 2024, 8(12), 8588.

Author contributions: Conceptualization, methodology, software, validation, formal
analysis, investigation, resources, data curation, writing—original draft preparation,
writing—review and editing, visualization, supervision, project administration,
funding acquisition, AR and NK. All authors have read and agreed to the published
version of the manuscript.

Funding: This paper was supported by the J&nos Bolyai Research Scholarship of the
Hungarian Academy of Sciences (BO/00184/20/9). The analysis was supported by
Péer Riegler (Sz&henyi Istvéan University).

Conflict of interest: The authors declare no conflict of interest.

References

Angyal, A. (2009). Vallalatok tarsadalmi feleléssége, felelds tarsasagiranyitas. Kossuth Kiadé, Budapest.

Barauskaite, G., Streimikiene, D. (2021). Corporate social responsibility and financial performance of companies: The puzzle of
concepts, definitions and assessment methods. Corporate Social Responsibility and Environmental Management, 28(1), 278—
287. https://doi.org/10.1002/csr.2048

Bevan, E. A. M., Yung, P. (2015). Implementation of corporate social responsibility in Australian construction SMEs.
Engineering, Construction and Architectural Management, 22(3), 295-311. https://doi.org/10.1108/ECAM-05-2014-0071

Bowen, H. R. (1953). Social Responsibilities of the Businessman. No. 3. Harper & Brothers, New York.

Cambra-Fierro, J., Hart, S., Polo-Redondo, Y. (2008). Environmental Respect: Ethics or Simply Business? A Study in the Small
and Medium Enterprise (SME) Context. Journal of Business Ethics, 82, 645—656. https://doi.org/10.1007/s10551-007-9583-
1

Carroll, A. B. (1979). A Three-Dimensional Conceptual Model of Corporate Social Performance. Academy of Management
Review, 4(4), 497-505.

Carroll, A. B. (2021). Corporate Social Responsibility: Perspectives on the CSR Construct’s Development and Future. Business &
Society, 60(6), 1258-1278. https://doi.org/10.1177/00076503211001765

Carroll, A. B., Shabana, K. M. (2010). The Business Case for Corporate Social Responsibility: A Review of Concepts, Research
and Practice. International Journal of Management Reviews, 12(1), 85-105. https://doi.org/10.1111/j.1468-
2370.2009.00275.x

Commission of the European Communities (EC) (2011). A renewed EU strategy 2011-14 for Corporate Social Responsibility.
Brussels.

Csdor, H. (2009). Tarsadalmi feleldsségvallalas és regionalis gazdasigfejlesztés az Europai Unioban. PERIODICA
OECONOMICA, m§us, 142-155.

Davis, K. (1960). Can Business Afford to Ignore Social Responsibilities? California Management Review, 2(3), 70-76.
https://doi.org/10.2307/41166246

De Bakker, F. G. A., Groenewegen, P., Den Hond, F. (2005). A Bibliometric Analysis of 30 Years of Research and Theory on
Corporate Social Responsibility and Corporate Social Performance. Business and Society, 44(3), 283-317.
https://doi.org/10.1177/0007650305278086

Deutsch, N., Pintér, E. (2018). A tarsadalmi feleldsségvallalas és a pénziigyi teljesitmény kozotti kapesolat a magyar
bankszektorban a globalis valsagot kovetd években. Hitelint&eti Szemle, 17(2), 124-145.
https://doi.org/10.25201/HSZ.17.2.124145

Evangelinos, K. I, Halkos, G. E. (2002). Implementation of environmental management systems standards: important factors in
corporate decision making. Journal of Environmental Assessment Policy and Management, 4(3), 311-328.
https://doi.org/10.1142/S1464333202001030

Fuller, T., Tian, Y. (2006). Social and Symbolic Capital and Responsible Entrepreneurship: An Empirical Investigation of SME
Narratives. Journal of Business Ethics, 67, 287-304.

Graafland, J. J., Mazereeuw-van der Duijn Schouten, C. (2012). Motives for Corporate Social Responsibility. De Economist, 160,
377-396.

Hohnen, P. (2007). Corporate Social Responsibility an Implementation Guide for Business. International Institute for Sustainable

16


https://doi.org/10.1002/csr.2048
https://doi.org/10.1108/ECAM-05-2014-0071
https://doi.org/10.1007/s10551-007-9583-1
https://doi.org/10.1007/s10551-007-9583-1
https://doi.org/10.1177/00076503211001765
https://doi.org/10.1111/j.1468-2370.2009.00275.x
https://doi.org/10.1111/j.1468-2370.2009.00275.x
https://doi.org/10.2307/41166246
https://doi.org/10.1177%2F0007650305278086
https://doi.org/10.25201/HSZ.17.2.124145
https://doi.org/10.1142/S1464333202001030

Journal of Infrastructure, Policy and Development 2024, 8(12), 8588.

Development. http://www.iisd.org/pdf/2007/csr_guide.pdf

Jenkins, H. (2004). A Critique of Conventional CSR Theory: An SME Perspective. Journal of General Management, 29(4), 37—
57. https://doi.org/10.1177/030630700402900403

Jenkins, H. (2006). Small Business Champions for Corporate Social Responsibility. Journal of Business Ethics, 67, 241-256.
https://doi.org/10.1007/s10551-006-9182-6

Kitzmueller, M., Shimshack, J. (2012). Economic Perspectives on Corporate Social Responsibility. Journal of Economic
Literature, 50(1), 51-84. https://doi.org/10.1257/jel.50.1.51

Knudson, H. (2018). Making the business case: The effects of corporate social responsibility on SME competitiveness.
Department of Industrial Economics and Technology. Management NTNU — Norwegian University of Science and
Technology. Available online:
https://www.interregeurope.eu/fileadmin/user_upload/tx_tevprojects/library/file_1523518061.pdf (accessed on 10 April
2024)

Kotler, P., Lee, N. (2005). Corporate Social Responsibility: Doing the Most Good for Your Company and Cause. Hoboken, NJ,
John Wiley & Sons.

Kotler, P., Lee, N. (2007). Vallalatok tarsadalmi felelosségvallalasa. HVG Kiad6 Zrt., Budapest.

Lepoutre, J., Heene, A. (2006). Investigating the Impact of Firm Size on Small Business Social Responsibility: A Critical Review.
Journal of Business Ethics, 67(3), 251-273.

Lu, J, Ren, L., Yao, S., Qiao, J., Mikalauskiene, A., Streimikis, J. (2020). Exploring the relationship between corporate social
responsibility and firm competitiveness. Economic Research, 33(1), 1621-1646.
https://doi.org/10.1080/1331677X.2020.1761419

Madsen, H., Ulhg, J. P. (2016). Corporate environmental initiatives in small and medium-sized enterprises and their outcomes: a
longitudinal study. Business Strategy and the Environment, 25(2), 92-101.

Margolis, J. D., Walsh, J. P. (2001). People and Profits? The Search for a Link Between a Firm’s Social and Financial
Performance. Lawrence Erlbaum Publishers, Mahwah, NJ.

Margolis, J. D., Walsh, J. P. (2003). Misery Loves Companies: Rethinking Social Initiatives by Business. Administrative Science
Quaterly, 48(2), 268-305. https://doi.org/10.2307/3556659

McWilliams, A., Siegel, D. (2001). Corporate Social Responsibility: A Theory of the Firm Perspective. Academy of Management
Review, 26(1), 117-127. https://doi.org/10.2307/259398

Perrini, F. (2006). SMEs and CSR Theory: Evidence and Implications from an Italian Perspective. Journal of Business Ethics, 67,
305-316.

Porter, M. E. (1985). Competitive Advantage — Creating and Sustaining Superior Performance. Free Press, New York.

Porter, M. E., Kramer, M. R. (2006). Strategy & Society: The link between competitive advantage and corporate social
responsibility. Harvard Business Review, 84(12), 79-92.

Radacsi, L. (2021). Felel0s és fenntarthato vallalat. Saldo, Budapest.

Rasche, A., Morsing, M., Moon, J. (2017). The Changing Role of Business in Global Society: CSR and Beyond. In: Rasche, A.,
Morsing, M., Moon, J. (editors). Corporate Social Responsibility — Strategy, Communication, Governance. Cambridge
Univesrity Press, Cambridge. 1-28.

Salavou, H., Avlonitis, G. (2008). Product innovativeness and performance: A focus on SMEs. Management Decision, 46(7),
969-985. https://doi.org/10.1108/00251740810890168

Sarkar, S., Searcy, C. (2016). Zeitgeist or chameleon? A quantitative analysis of CSR definitions. Journal of Cleaner Production,
135, 1423-1435. https://doi.org/10.1016/j.jclepro.2016.06.157

Spence, L. J. (1999). Does Size Matter? The State of the Art in Small Business Ethics. Business Ethics: A European Review, 8(3),
163-174. https://doi.org/10.1111/1467-8608.00144

Tantalo, C., Caroli, M. G., Vanevenhoven, J. (2012). Corporate social responsibility and SME’s competitiveness. International
Journal Technology Management, 58(1/2), 129-151. https://doi.org/10.1504/1JTM.2012.045792

Tomsi¢, N., Bojnec, S., Siméi¢, B. (2015). Corporate sustainability and economic performance in small and medium sized
enterprises. Journal of Cleaner Production, 108(Part A), 603—-612. https://doi.org/10.1016/j.jclepro.2015.08.106

Turyakira, P., Venter E., Smith, E. (2014). The impact of corporate social responsibility factors on the competitiveness of small
and medium-sized enterprises. South African Journal of Economic and Management Sciences, 17(2), 157-172.
https://doi.org/10.4102/sajems.v17i2.443

17


http://www.iisd.org/pdf/2007/csr_guide.pdf
https://doi.org/10.1177%2F030630700402900403
https://doi.org/10.1007/s10551-006-9182-6
https://doi.org/10.1257/jel.50.1.51
https://www.interregeurope.eu/fileadmin/user_upload/tx_tevprojects/library/file_1523518061.pdf
https://doi.org/10.1080/1331677X.2020.1761419
https://doi.org/10.2307/3556659
https://doi.org/10.2307/259398
https://doi.org/10.1108/00251740810890168
https://doi.org/10.1016/j.jclepro.2016.06.157
https://doi.org/10.1111/1467-8608.00144
https://doi.org/10.1504/IJTM.2012.045792
https://doi.org/10.1016/j.jclepro.2015.08.106
https://doi.org/10.4102/sajems.v17i2.443

Journal of Infrastructure, Policy and Development 2024, 8(12), 8588.

Vallentin, S., Spence, L. J. (2017). Strategic CSR: Ambitions and Critiques. In: Rasche, A., Morsing, M., Moon, J. (editors).
Corporate Social Responsibility — Strategy, Communication, Governance. Cambridge Univesrity Press, Cambridge. 63—85.

van Beurden, P., G&sling, T. (2008). The Worth of Values — A Literature Review on the Relation Between Corporate Social and
Financial Performance. Journal of Business Ethics, 82, 407-424. https://doi.org/10.1007/s10551-008-9894-x

Vives, A. (2006). Social and Environmental Responsibility in Small and Medium Enterprises in Latin America. The Journal of
Corporate Citizenship, 21, 39-50.

Whetten, D. A., Rands, G., Godfrey, P. (2002). What are the responsibilities of business to society? In: Pettigrew, A. M., Thomas,
H., Whittington, R. (editors). Handbook of Strategy and Management. SAGE, London. 373-408.

Zastempowski, M., Cyfert, Sz. (2021). Social responsibility of SMEs from the perspective of their innovativeness: Evidence from
Poland. Journal of Cleaner Production, 317(128400). https://doi.org/10.1016/j.jclepro.2021.128400

18


https://doi.org/10.1007/s10551-008-9894-x
https://doi.org/10.1016/j.jclepro.2021.128400

